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place their cash reserves and liquid assets in gilt-edged
securities do they become involved in stock exchange
operations.
(4) Capitalist banks try, as a part of a competitive
and chaotic economic system, to counterbalance its
instability by increased security and liquidity in their
credit operations. They refuse, or are unable, to finance
a wide range of operations (loans for rural producers,
loans to the working population, etc.) where security and
liquidity are not obtainable by methods of ordinary
banking. Co-operative credit institutions, which are free
from the dangers of speculation to a much greater
extent than capitalist banks, are able, by employing
co-operative methods of organising credit units and
granting credit, to widen considerably the field of invest-
ment and to finance successfully such operations and
groups of the population which are ignored or ill-served
by capitalist banks. But co-operative banks ought to take
special precautions against being misused or misled
through (i) placing too great a part of their assets in
gilt-edged and other capitalist securities, (2) serving as
underwriting organisations for State loans, for example,
war loans, etc., and (3) by giving advances to their share-
holders or members against stock exchange securities.
VIII. CAN CO-OPERATIVE CREDIT ORGANISATIONS RE-
PLACE THE SYSTEM OF ORDINARY BANKS IN THE
TRANSITION PERIOD?
In order to be able to answer this question, organisation
and principles of policy must be discussed separately.
Organisation.
The strongest point of co-operative credit organisation
is its hierarchical system. The local units are the most
important parts of the system: they are formed by indi-
vidual members, who are the best judges of the conditions
of small localities or of separate districts. They inspire
confidence in the local depositor and shareholder^ and